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INDEPENDENT AUDITOR' S REPORT 

The Board of Directors Housing Authority of the City of Morgan City Morgan City, Louisiana 

WE8 SITE: WWW KCSRCPAS COM MEMBER OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 

We have audited the accompanying statement of financial position of the Housing Authority of the City of Morgan City (a nonprofit organization), as of September 30, 2002, and the related statements of activities and cash flows for the year then ended. These financial statements are the responsibility of the Authority's management. Our responsibility is to express an opinion on these financial statements based on our audit. Except as discussed in the following paragraph, we conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. Due to the inadequacy of accounting records for the years beginning prior to October 1, 2001, we were unable to form an opinion regarding the amount at which fixed assets are recorded in the accompanying balance sheet as of September 30, 2002 (stated at $3,601,368, net of accumulated depreciation). In our opinion, except for the effects of such adjustments, if any, as might have been determined to be necessary had we been able perform the necessary audit procedures on the beginning balance of fixed assets, or had we been able to satisfy ourselves as to the beginning balance of fixed assets by other auditing procedures, the financial statements referred to above present fairly, in all material respects, the financial position of the Housing Authority of the City of Morgan City, and the results of its operations and cash flows for the year then ended in accordance with accounting principles generally accepted in the United States of America. In accordance, with Government Auditing Standards, we have also issued our report dated May 1, 2003 on our consideration of the Housing Authority of the City of Morgan City's internal control over financial reporting and our tests of its compliance with certain provisions of laws, r~ grants. That report is an integral part of an audit performed in accordance with gulations, contracts and Government Auditin~ Standards and should be read in conjunction with this report in considering the results of our audit. 
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Our audit was performed for the purpose of forming an opinion on the basic financial statements taken as a whole. The accompanying supplemental information listed in the table of contents is presented for purposes of additional analysis and is not a required part of the financial statements of the HousingAuthority of the City of Morgan City. Additionally, the accompanying Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required by U.S. Office of Management and Budget Revised Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the financial statements of the Housing Authority of the City of Morgan City. Such information has been subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a whole. 
Morgan City Louisiana May 1, 2003 

Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 



FINANCIAL STATEMENTS 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 

Current assets: 

Statement of Financial Position September 30, 2002 
ASSETS 

Cash - operations $ Tenant/member accounts receivable, Net of Allowance for Doubtful Accounts Accounts receivable - HUD lnterfund receivable A/R Nondwelling rent Inventories Miscellaneous prepaid expense Total current assets 
Restricted assets: 1114 Tenant deposits held in trust Total restricted assets 
1440 1460 1450 1465 1475 
Property and equipment: Land Buildings Building Improvements Building equipment (portable) Administrative Equipment Total fixed assets 1495 Less: Accumulated depreciation Net fixed assets 
Total assets 

The accompanying notes are an integral part of this statemenL 

253,381 3,240 105,599 42,280 4,650 1,092 98,100 508,342 
30,002 30,002 
165,000 8,211,133 995,882 183,918 195,003 9,750,936 (6,149,568) 3,601,368 
$4,139,712 



LIABILITIES AND NET ASSETS 
Current liabilities: 2111 Accounts payable - operations 2135 Accrued wages payable 2118 HUD payable 2119 lnterfund payable 2190 Miscellaneous current liabilities Total current liabilities 
Other liabilities: 2114 Tenant deposits held in trust 
Noncurrent liabilities: Accrued compensated absences 
Net assets: Net unrestricted assets 

Total liabilities and net assets 

$ 100,957 5,210 319,528 42,280 8,276 476,251 
30,002 
23,841 
3,609,618 

$4,139,712 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 
Statements of Activities Year Ended September 30, 2002 

REVENUES Rent revenue - gross potential Excess Utilities Tenant assistance payments PHA Grant Revenue Miscellaneous rent revenue Total Rental Revenue 
3300 Revenue from investments-residual receipts Total Financial Revenue 5990 Miscellaneous revenue 

Total revenue EXPENSES 4140 Conventions and meetings 4170 Bookkeeping fees/Accounting services 4110 Office salaries Office expenses 4171 Audit expense 4190 Miscellaneous administrative expenses Total administrative expenses 
4320 Electricity 4330 Gas 4390 Sewer 4310 Water Total utilities expense 
4410 Payroll 4420 Supplies 4430 Contracts 4431 Garbage and trash removal Soft Costs Miscellaneous operating and maintenance expenses Total operating and maintenance expenses 

$ 384,010 107,045 333,657 734,182 37,838 1,596,732 
36,316 
1,633,102 
2,481 20,540 148,843 29,954 12,405 63,333 277,556 
165,201 84 39 70 59 
763 093 091 148 
126,323 36,329 361,865 35,277 7,059 12,506 579.359 (continued) 



6711 6720 6723 6790 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Statements of Activities (Continued) Year Ended September 30, 2002 
Payroll taxes (projecfs share) Property and liability insurance (hazard) Health insurance and other employee benefits Miscellaneous taxes, licenses, permits, and insurance Total taxes and insurance 7140 Interest expense Net entity expenses 
Total cost of operations before depreciation 
Increase in net assets before depreciation 6600 Depreciation expense Decrease in net assets atter depreciation 
Transfers in 7190 Transfers out Total other financing sources 
Total decrease in net assets Net assets, beginning of year 

Net assets, end of year 
The accompanying notes are an integral part of this statemenL 

17,230 174,781 29,614 55,074 276,699 
721 721 
1,493,483 
139,619 618,784 (479,165) (11,390) 11,390 
(479,165) 4,088,783 
$ 3,609,618 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Statements of Cash Flows Year Ended September 30, 2002 
CASH FLOWS FROM OPERATING ACTIVITIES Rental receipts Operating subsidies Federal Grants Other cash received 
Administrative Utilities Salaries and wages Operating and maintenance Property Insurance Miscellaneous taxes and insurance 
Net cash provided by operating activities 

CASH FLOWS FROM CAPITAL ACTIVITIES Acquisition of capital assets 
CASH FLOWS FROM INVESTING ACTIVITIES Interest income Net cash used in investing activities 
Net increase in cash Cash and cash equivalents, beginning 

Cash and cash equivalents, ending 

489,940 417,217 549,505 85,886 1,542,548 
128,713 288,598 289,574 362,343 174,781 74,566 1,318,575 
223,973 
(129,560) 

94,467 188,916 
$ 283,383 (continued) 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Statements of Cash Flows (Continued) Year Ended September 30, 2002 
CASH FLOWS FROM OPERATING ACTIVITIES Decrease in net assets Adjustments to reconcile decrease in net assets to net cash provided by operating activities - Depreciation Increase or decrease in: Accounts receivable - tenants Accounts receivable - HUD Inventories Miscellaneous other assets Miscellaneous prepaid expenses Tenant deposits held in trust Accounts payable - operations Accrued wages payable Accrued compensated absences HUD payable Noncurrent liabilities - other Miscellaneous current liabilities Net cash used in operating activities 
The accompanying notes are an integral part of this statement 

(479,165) 
618,784 (1,256) (t01,117) 65 19,458 27,352 141 70,550 (3,433) (10,975) 231,227 (149,514) 1,856 223,973 



(1) 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Notes to Financial Statements 
Summary of Significant Accountine Policies A. Nature of Organization and Operations The Authority is a 330-unit apartment complex for persons of low income located in Morgan City, Louisiana. The Authority also administers a Section 8 Rental Voucher Program. The Authority waS organized for the purpose of providing decent, safe and sanitary dwelling for persons of low income. Legal title to the Authority is held by Housing Authority of the City of Morgan City, a non-profit corporation. The Authority is engaged in the acquisition, modernization, and administration of low-rent housing. The Authority is administered by a governing Board of Commissioners (the Board), whose members are appointed by the Mayor of the City of Morgan City, Louisiana, Each member serves a four-year term on a rotating basis. Substantially all of the Authority's revenue is derived from subsidy contracts with the U. S. Department of Housing and Urban Development (HUD). The annual contributions contracts entered into by the Authority and HUD provide operating subsidies for Authority-owned public housing facilities for eligible individuals. B, Reporti~'t~ Entity General accepted accounting principles require that the financial statements present the accounts and operations of the Authority and its component units, entities for which the Authority is considered to be financially accountable. Blended component units, although legally separate entities, are, in substance, part of the Authority's operations and data from these units, if any, are combined with data of the Authority. Each discretely presented component unit, if any would be reported in a separate column in the combined financial statements to emphasize that it is legally separate from the Authority. As of September 30, 2002, and for the fiscal then ended, the Authority had no discretely presented component units or any component units required to be blended in these financial statements. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Notes to Financial Statements (continued) 
The Authority applies all applicable Financial Accounting Standards Board (FASB) pronouncements issued on or before November 30, 1989 in preparing financial statements and related disclosures unless those pronouncements conflict or contradict Governmental Accounting Standards Board (GASB) pronouncements. D. Income Taxes Housing Authority of the City of Morgan City is a non-profit corporation and is exempt from federal income taxes under Section 50 I(cX3) of the Internal Revenue Code of 1986 and is an organization that is not a private foundation as defined in Section 509(a) of the Code. It is also exempt from Louisiana income tax. 

E. Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect certain reported amounts and disclosures. F. Fixed Assets and Depreciation Property and equipment are recorded at cost and depreciated using the straight-line method over the estimated useful life of the assets. The Authority has a policy in place which requires the capitalization of all asset purchases of $5,000 or greater. 

Buildings Building Improvements Equipment Site Improvements Non-dwelling Structures 
20 years 10 years 3 - 7 years 20 years 20 years The recognition of depreciation begins upon placement of the asset into useful operation. G. Distributions The Authority's regulatory agreement with HUD stipulates, among other things, that the Authority will not make distributions of assets or income to any of its officers or directors. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Notes to Financial Statements (continued) 
H. Cash Equivalents Cash includes amounts in demand deposits and interest bearing demand deposits. Cash equivalents include amounts in time deposits having a maturity of three months or less when purchased. 

The Authority is under a limited budget review from HUD with the control category of total operating expenditures. If there are no overruns of the total operating expenditures, then HUD does not require budget revisions other than when there are substantial additions to nonroutine expenditures. The budget is prepared on a statutory (HUD) basis and does not contain a provision for uncollectible tenant receivables, or depreciation. The budget does reflect furniture and equipment additions from operations. 
J. Retirement Plan 

K. Compensated Absences Employees earn annual leave based upon years of service, and may accrue up to 300 hours. Sick time is earned but not accrued since it is dependent upon a future event. Upon termination all accrued annual leave is paid. The liability for compensated absences is $23,841. L. Inventories Inventories are stated at cost using the first-in first-out, (FIFO) method. 
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(2) 

(3) 
(4) 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Notes to Financial Statements (continued) 
Cash and Certificates of Deoosits 
Under state law, the Authority may deposit funds within a fiscal agent bank organized under the laws of the State of Louisiana, the laws of any other state in the Union, or the laws of the United States. The Authority may invest in certificates and time deposits of state banks organized under Louisiana law and national banks having principal offices in Louisiana. At September 30, 2002, the Authority had cash and interest-bearing deposits (book balances) totaling $283,183. These deposits are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The market value of the pledged securities plus the federal deposit insurance must at all times equal the amount on deposit with the fiscal agent bank. These securities are held in the name of the pledging fiscal agent bank in a holding or custodial bank that is mutually acceptable to both parties. The following is a summary of deposit balances (bank balances) at September 30, 2002, and the related federal insurance and pledged securities: 
Bank balances 
Federal deposit insurance Pledged securities (Category 3) Total federal insurance and pledged securities 

$292~8Q 
$200,000 92,680 $292,680 

Pledged securities in Category 3 includes uninsured or unregistered investments for which the securities are held by the broker or dealer, or by its trust department or agent, but not in the Authority's name. Even though the pledged securities are considered uncollaterized (Category 3), Louisiana Revised Statute 39:1229 imposes a statutory requirement on the custodial bank to advertise and sell the pledged securities within ten (I0) days of being notified by the Authority that the fiscal agent has failed to pay deposited funds upon demand. 
Net Assets None of the Authority's net assets are subject to donor-imposed restrictions. Accordingly, all net assets are accounted for as unrestricted net assets under SFAS No. 117. 
Rentlncreases Under the regulatory agreement, the Authority may not increase rents charged to tenants without HUD approval. The monthly rent is based on the household's income. 



(5) 

(6) 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Notes to Financial Statements (continued) 
Functional Allocation of Exaenses 
Expenditures incurred in connection with Authority operations and expenditures made for corporate (mortgagor entity) purposes have been summarized on a functional basis in the statement of activities. 

Current Vulnerability Due to Certain Concentrations The Authority's major asset is a330-unit apartment complex. The Authority's operations are concentrated in the multifamily real estate market. In addition, the Authority operates in a heavily regulated environment. The operations of the Authority are subject to the administrative directives, rules and regulations of federal, state and local regulatory agencies, including, but not limited to, HUD. Such administrative directives, rules and regulations are subject to change by an act of congress or an administrative change mandated by HUD. Such changes may occur with little notice or inadequate funding to pay for the related cost, including additional administrative burden, to comply with a change. 



SUPPLEMENTAL INFORMATION 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Expenditures of Federal Awards ~ Year Ended September 30, 2002 
Grantor/Program Title 

Department of Housing and Urban Development: Low Income Housing Operating Subsidy 
Public and Indian Housing Drug Elimination Program Section 8 Housing Choice Vouchers 
Public Housing Comprebensive Grant Program Public Housing Capital Fund Program 

CFDA Number Expenditures 
14.850 
14.854 14.871 
14.859 14.872 

$ 417,217 
53,827 385,387 
44,789 166.619 
$ 1,067,839 



(1) General 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number PW- 1403 Notes to Schedule of Expenditures of Federal Awards Year Ended September 30, 2002 
The accompanying Schedule of Expenditures of Federal Awards presents the activity of all federal financial assistance programs of the Housing Authority of the City of Morgan City (the Authority). The Authority's reporting entity is defined in Note 1 to the financial statements for the year ended September 30, 2002. All federal financial assistance received is received directly from federal agencies and is included on the schedule of expenditures of federal awards. The major federal programs of the Authority were the Low Income Housing Operating Subsidy and the Section 8 Housing Choice Vouchers, both received directly from the United States Department of Housing and Urban Development. 

(3) 

The accompanying schedule of expenditures of federal awards includes the federal grant activity of the Authority and is presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the preparation of, the financial statements. 
Relationshi~ to Financial Statements Amounts reported in the Schedule of Expenditures of Federal Awards agree with the amounts reported in the related federal financial reports. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 
Supplemental Data Required By HUD September 30, 2002 

COMPUTATION OF SURPLUS CASH - ANNUAL 
Cash Tenant vouchers due 
Current obligations: Accounts payable due within 30 days Accrued expenses Tenant security deposits Total current obligations Surplus cash (deficiency) 

$ 283,383 105,599 
100,957 375,294 30,002 506,253 
$(117,271) (continued) 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Supplemental Data Required By HUD (Continued) September 30, 2002 SCHEDULE OF CHANGES IN FIXED ASSET ACCOUNTS 
Land Buildings Building equipment Office furniture and equipment Leasehold improvements Total 
Accumulated depreciation 

Beginning Balance Additions Deductions $ 165,000 8,124,392 167,668 195,003 969,312 
86,740 16,250 
26,570 

Ending Balance $ 165,000 8,211,132 183,918 195,003 995,882 $ 9,621,375 $ 129,560 $ $ 9,750,935 
$ 5,530,812 $ 618,784 $ 
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REPORTS REQUIRED BY GOVERNMENTAL AUDITING STANDARDS (GAS) AND OFFICE OF MANAGEMENT AND BUDGET (OMB) REVISED CIRCULAR A-133 
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KOLDER, CHAMPAGNE, SLAVEN & COMPANY, LLC CERTIFIED PUBLIC ACCOUNTANTS P,O. Box 3438 Morgan City, LA 70381 
Phone (985) 384-2020 Fax (985) 384-3020 

OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
The Board of Directors The Housing Authority of the City of Morgan City Morgan City, Louisiana 

MEMEER OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISIANA CERTIFIED PUBLIC ACCOUNTANTS 

We have audited the financial statements of Housing Authority of the City of Morgan City, as of and for the year ended September 30, 2002, and have issued our report thereon dated May I, 2003. We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. 
Compliance As part of obtaining reasonable assurance about whether the Housing Authority of the City of Morgan City's financial statements are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance that are required to be reported under Government Auditing Standards and are described in the accompanying corrective action plan for current year findings Internal Control Over Financial Reportin~ In planning and performing our audit, we considered the Housing Authority of the City of Morgan City's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. However, we noted instances involving the internal control over financial reporting and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in our judgment, could adversely affect the Housing Authority of the City of Morgan City's ability to record, process, summarize and report financial data consistent with the assertions of management in the financial statements. 
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A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, reportable conditions we believe to be material weaknesses are identified on the corrective action plan for current year findings. This report is intended for the information of management, the Board of Directors, and federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. 

Morgan City, Louisiana May 1, 2003 

Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 
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KOLDER, CHAMPAGNE, SLAVEN & COMPANY, LLC CERTIFIED PUBLIC ACCOUNTANTS P.O. Box 3438 Morgan City, LA 70381 Phone (985) 384-2020 Fax (985) 384-3020 
WEB SITE WVvV~ KCSRCPAS COM MEMBER OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS SOCIETY OF LOUISianA CERTIFIED PUBLIC ACCOUNTANTS 

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 
To the Board of Directors The Housing Authority of the City of Morgan City Morgan City, Louisiana Compliance We have audited the compliance of the Housing Authority of the City of Morgan City (the Authority), with the types of compliance requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to its major federal program for the year ended September 30, 2002. The Authority's major federal programs are identified in the summary of auditor's results section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its major federal programs is the responsibility of the Authority's administration. Our responsibility is to express an opinion on the Authority's compliance based on our audit. We conducted our audit of compliance in accordance with auditing standards generally accepted the United States of America; the standards applicable to financial audits contained inGovernment Auditi in ng of ire Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits States, Local Governments and Non-Profit Organizations. Those standards and OMB Circular A-133 requ that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about the Authority's compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination on the Authority's compliance with those requirements. As described in items 02-07 and 02-11 in the accompanying schedule of findings and questioned costs, the Authority did not comply with requirements regarding allowable costs/cost principles, and procurement that are applicable to its PublicHousing Capital Fund Program. Also, as described in items 02- 07, 02-11, 02-13 and 02-17 in the accompanying schedule of findings and questioned costs, the Authority did not comply with requirements regarding allowable costs/cost principles management, and procurement that are applicable to its Low Income Operating Housing Subsidy. Compliance with such requirements is necessary, in our opinion, for the Authority to comply with the requirements of those programs. 
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In our opinion, because of the effects of the noncompliance described in the preceding paragraph, the Housing Authority of the City of Morgan City did not comply in all material respects with the requirements referred to above that are applicable to its Public Housing Capital Fund Program for the year ended September 30, 2002. Also, in our opinion, except for the noncompliance described in the preceding paragraph, the Housing Authority of the City of Morgan City complied, in all material respects with the requirements referred to above that are applicable to its Low Income Operating Housing Subsidy for the year ended September 30, 2002. The results of our auditing procedures also disclosed other instances of noncompliance with those requirements that are required to be reported in accordance with OMB Circular A- 133 and which are described in the accompanying corrective action plan for current year findings. 
Internal Control Over Compliance The administration of the Authority is responsible for establishing and maintaining effective internal control over compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit, we considered the Authority's internal control over compliance with requirements that could have a direct and material effect on a major federal program in order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular A- 133. 
We noted certain matters involving the internal control over compliance and its operation that we consider to be reportable conditions. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control over compliance that, in our judgment, could adversely affect the Authority's ability to administer a major federal program in accordance with the applicable requirements of laws, regulations, contracts, and grants. Reportable conditions are described in the accompanying schedule of findings and questioned costs and identified in the corrective action plan for current year findings. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would be material in relation to a major federal program being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. We noted certain matters involving the internal control over compliance and its operation that we consider material weaknesses which are described in the accompanying schedule of findings and questioned costs and identified in the corrective action plan for current year findings. This report is intended solely for the information of management, the Board of Directors, and federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties. 

Morgan City, Louisiana May 1, 2003 

Kolder, Champagne, Slaven & Company, LLC Certified Public Accountants 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
Part 1. Summary of Auditor's Results A qualified opinion has been issued on Housing Authority of the City of Morgan City's financial statements as of and for the year ended September 30, 2002. Reportable conditions in internal control were disclosed by the audit of the financial statements and some of the conditions are considered material weaknesses. 

The audit disclosed instances of noncompliance which are considered material to the financial statements. v. Reportable conditions in internal control over major programs were disclosed by the audit. v. The compliance report issued for major programs was qualified vi. The report disclosed audit findings required to be reported under ~ 510(a) of OMB Revised Circular A-133. vii. All major programs have oversight by HUD and are identified as follows: CFDA# 14.850 14.871 Name of Program Low Rent Public Housing Section 8 Housing Choice Vouchers viii. The dollar threshold used to distinguish between Type A and Type B programs was $300,000 ix. The auditee did not qualify as a low risk auditee under ~_530 



Part II 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
Findings Relating to the financial statements required to be reported in accordance with Governm Auditing Standards (02-01) Segregation of Duties CONDITION Accounting and financial functions are not adequately segregated. 
CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the condition is the result of a failure to desigl and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately segregate accounting and financial functions increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-02) Fixed Asset listing CONDITION An inventory of fixed assets is not adequately maintained and periodically reconciled to the general ledger balances. 
CRITERIA SAS55, Consideration of Internal Con~'ol in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, LSA-RS 24:515(B)(1), Records of General Fixed Assets, states: The head of every auditee subject to examination and audit under the provisions of R.S. 24:513(A) shall maintain records of all land, buildings, improvements other than buildings, equipment, and other general fixed assets which were purchased or otherwise acquired, and for which the entity is accountable. The records shall include information as to the date of the purchase of such property or equipment, the initial cost, the disposition, if any, the purpose of such disposition, and the recipient of the property or equipment disposed of. CAUSE The cause of the conditions is the result of a failure ~o design and implement policies and procedures necessary to achieve adequate internal control and compliance with state statute. EFFECT Failure to adequately maintain an accurate asset listing increases the risk that errors and/or irregularities includi~ fraud and/or defalcations may occur and not be prevented and~or detected. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-03) Dwelling equipment inventory CONDITION A listing of dwelling equipment is not adequately maintained and reconciled to a physical inventory for additions and deletions. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "'Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, LSA-RS 24:515(B)(1), Records of General Fixed Assets, states: The head of every auditee subject to examination and audit under the provisions of R.S. 24:513(A) shall maintain records of all land, buildings, improvements other than buildings, equipment, and other general fixed assets which were purchased or otherwise acquired, and for which the entity is accountable. The records shall include information as to the date of the purchase of such property or equipment, the initial cost, the disposition, if any, the purpose of such disposition, and the recipient of the property or equipment disposed of. CAUSE The cause of the condition is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately maintain an accurate inventory listing increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 
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(02-04) Budget 

HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 

CONDITION Budgets were not properly monitored and amended resulting in an overexpenditure in the low rent operating budget in excess of 5%. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internalcontrol as follows: 
"Internal control is a process - effected by an entity's board of directors, management, and other personnel- designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The condition results from a failure to process, update and review general ledger transactions on a timely basis. EFFECT The Housing Authority may not prevent and/or detect compliance violations due to overexpenditure of the appropriate budget, and/or errors or irregularities on a timely basis. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 

(02-05) Asset disposition 
Schedule of Findings and Questioned Costs Year Ended September 30, 2002 

CONDITION An asset in the amount of $15,967 was removed from the general ledger however, the asset was still in the Authority's possession. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the condition is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately maintain an accurate asset listing increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 
(02-06) Filing of audit report CONDITION Audited financial statements were not submitted to the Legislative Auditor in a timely manner. CRITERIA Louisiana Revised Statute 24:513(AXSXa) states, in part: "Such audits (as required by LSA-RS 24:513(I)) shall be completed within six months of the close of the entity's fiscal year." CAUSE The condition is due to the delay of audit procedures pending the conclusion of an investigation by HUD regarding the operations of the Authority. EFFECT Failure to timely remit audited financial information places the Authority in violation of state stature. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 

(02-07) Procurement 
Schedule of Findings and Questioned Costs Year Ended September 30, 2002 

CONDITION Purchases were made with no evidence of quotes and/or bids being obtained and no evidence in the board minutes of the solicitations and acceptance of the purchases being presented to the board for approval. CRITERIA 24 CFR Section 85.36 (b)(1) Procurement states "Grantees and subgrantees will use thek own procurement procedures which reflect applicable State and local laws and regulations, provided that the procurements conform to applicable Federal law and the standards identified in this section." Additionally, the Morgan City Housing Authority Procurement Policy Section III, Resolution #599 states: "For small purchases in excess of $1,000 but not exceeding $25,000, no less than three (3) offerors shall be solicited to submit price quotations, which may be obtained orally, by telephone, or in writhg as allowed by State or local laws." Furthermore, the Public Bid Law (specifically, LSA-RS 38:2212.1(AX1)) states: "(a) All purchases of materials and supplies exceeding the sum of fifteen thousand dollars to be paid out of public funds shall be advertised and let by contract to the lowest responsible bidder who has bid according to the specifications as advertised and no such purchase shall be made except as provided in this Part. (b) However, purchases of seven thousand five hundred dollars or more, but less than fifteen thousand dollars, shall be made by obtaining not less than three telephone or facsimile quotations. A written confirmation of the accepted offer shall be obtained and made a part of the purchase file. If quotations lower than the accepted quotation are received, the reasons for their rejection shall be recorded in the purchase file." CAUSE Lack of knowledge of federal procurement policies and related state statutes or failure to comply with those polices and statutes. EFFECT Failure to comply with procurement policies may lead to an excess of expenditures which may be material to the financial statements. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-08) Tenant Security Deposits CONDITION A separate bank account is not being maintained for tenant security deposits CRITERIA HUD Handbook 4370.2 REV-lFinancial Operations and Accounting, Chapter 2 -9 Security Deposits states, in part: "In instances where the Regulatory Agreement allows the receipt of security deposits from project tenants, a separate bank account should be established to maintain these funds....Tbere shall be one Security Deposit Account per project. Funds in the single Security Deposit Account must not be commingled with any other funds,...In cases where the funds in the project's Security Deposit bank account exceed the federal govemment($100,000/bank), the account for the excess amounts. amount that may be insured by the project may open another bank 
CAUSE The condition exists due to a lack of knowledge of the HUD Handbooks or the failure to comply with those provisions. EFFECT The Housing Authority is not in compliance with HUD regulations. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-09) Low Rent tenant files CONDITION Six tenant files out of the ten Low Rent tenant files sampled did not have proper documentation. Four of the files did not have the required three forms of identification (social security card, picture I.D., and birth certificate). One file was found to be in violation of the occupancy standards. Lastly, one file lacked proof of income verification for the 2002 fiscal year. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process- effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately maintain tenant files increases the risk that errors and/or irregularities including fi'aud and/or defalcations may occur and not be prevented and/or detected. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-10) Section 8 tenant files CONDITION The Authority is not maintaining proper documentation for Section 8 tenant files. Fourteen tenant files out of the fourteen sampled did not have proper documentation. Seven of the files did not have the required three forms of identification (social security card, picture I.D., and birth certificate). For two files the Authority used the incorrect room size in calculating tenant rent assistance. One file lacked any type of income verification, while three files showed no documentation for additional adults living in a unit. On form 50058 (rent calculation) for one tenant, an additional household member was listed for the calculation of rent, however the additional member's name appears on no other forms as a member of the household. One file was not leased in accordance with Occupancy Standards. All fourteen tenant files had one or more forms missing or incomplete (Forms required by either H.U.D. regulations or the Authority). CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control and compliance with generally accepted accounting principles. EFFECT Failure to adequately maintain tenant irregularities including fraud and/or defalcations detected. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-11) Supporting Documentation CONDITION Certain expenditures did not evidence proper approval and/or supporting documentation. Filteen expenditures out of the 130 sampled did not have an authorizing signature properly approving the expense. Two invoices were found to have no purchase order attached. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing StandardsNo. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the conditions is the result of a failure to design and implementpolicies and procedures necessary to achieve adequate internal conlrol and compliance with generally accepted accounting principles. EFFECT Failure to obtain proper approval and/or supporting documentation for expenditures increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 

(02-12) Cell phone policy 
Schedule of Findings and Questioned Costs Year Ended September 30, 2002 

CONDITION The Authority's policy on cell phone usage does not adequately describe procedures for administering and enforcing the terms oft.he policy. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards Na 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effeeted by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the condition is the result of a failure to design and implement poll-ies and procedures necessary to achieve adequate internal control and compliance with generally accepted accounting principles. EFFECT Failure to adequately describe procedures for administering and enforcing the terms of policies increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-13 ) Reimbursed expenses CONDITION Purchases of certain items for employee use and consumption appear to be unnecessary. CRITERIA Louisiana Constitution, Article 7, Section 14 states that funds, credit, property, or tbings of value of the political subdivision shall not be loaned, pledged, or donated to or for any person. Additionally, SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately review expenditure documentation increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-14) Low Rent tenant files CONDITION Lack of documentation in Low Rent tenant files puts the Authority in violation of their policy manual and Federal regulations. CRITERIA Paragraph 1A. 1, Section A, entitled Authority of the Admission and Continued Occupancy Policies handbook of the Morgan City Housing Authority states: "This Admissions and Continued Occupancy Policy (the Plan) incorporates these requirements and is binding upon applicants, residents, and PHA alike, the latter two through inclusion of the Plan into the Dwelling Lease by reference." FuP-hermore, the Admission and Continued Occupancy Policies handbook later states in paragraph 3 A. 1, Section A, Sources of Standards that: "The pertinent laws of the Federal, State and Municipal Governments. The Contractual agreements pertaining to the various developments rod/or programs between the PHA, State and/or Federal agencies. The provision of Title 24, Sub-part B (Section 960.201 thru 960.207), Sub-part D (Section 960.401 thru 960.409) and Sub-part A (Section 966.1 thru 966.6) as set fourth in the Code of Federal Regulations, Volume 40, Numbers 153, 154 and 188." CAUSE Lack of knowledge of the Admission and Continued Occupancy policies and the Federal regulations that authorize such policies. EFFECT Failure to maintain adequate records places the Authority in vidation of their Admission and Continued Occupancy Poliiees handbook and the applicable Codes of Federal Regulations. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-15) Section 8 tenant files CONDITION Lack of documentation in Section 8 tenant files puts the Authority in violation of their policy manual and Federal regulations. CRITERIA Paragraph 1A.1, Section A, entitled Authority of the Admission and Continued Occupancy Policies handbook of the Morgan City Housing Authority states: "This Admissions and Continued Occupancy Policy (the Plan) incorporates these requirements and is binding upon applicants, residents, and PHA alike, the latter two through inclusion of the Plan into the Dwelling Lease by reference." Furthermore, the Admission and Continued Occupancy Policies handbook later states in paragraph 3A.1, Section A, Sources of Standards that: "The pertinent laws of the Federal, State and Municipal Govemments. The Contractual agreements pertaining to the various developments and/or programs between the PHA, State and/or Federal agencies. The provision of Title 24, Sub-part B (Section 960.201 thru 960.207), Sub-part D (Section 960.401 thru 960.409) and Sub-part A (Section 966.1 thru 966.6) as set fourth in the Code of Federal Regulations, Volume 40, Numbers 153, 154 and 188." CAUSE Lack of knowledge of the Admission and Continued Occupancy policies and the Federal regulations that authorize such policies. 
EFFECT Failure to maintain adequate records places the Authority in violation of their Admission and Continued Occupancy Policies handbook and the applicable Codes of Federal Regulations. 

(02-16) Personnel files CONDITION Some personnel files did not contain l-9s and W-4s. Seven of the nine files selected did not have an I-9 or it was not complete. Two of the files did not have a W-4. CRITERIA Code of Federal Regulations (CFR) Title 8- Aliens and Nationality, Subpart A- Employer Requirements, See. 274a.2 - Verification of Employment Eligibility (b) (2) Retention and Inspection of Form I-9 (i) (A) states that form I-9 must be retained by an employer for three years after the date of the hire or one year after the date the individual's employment is terminated, whichover is later. CAUSE Lack of knowledge or failure to comply with federal regulations. 
EFFECT No financial statement effect. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 

(02-17) Travel expenses 
Schedule of Findings and Questioned Costs Year Ended September 30, 2002 

CONDITION Authority employees were paid per diem amounts in excess of that provided by Joint Travel Regulations (JTR). CRITERIA FAR 31.205-46 Par (a)(2)(ii)states "Costs incurred for lodging, meals, and incidental expenses shall be considered to be reasonable and allowable only to the extent that they do not exceed on a daily basis the maximum per diem rates in'effect at the time of travel as set forth in the (ii) Joint Travel Regulation, Volume 2 DoD Civilian Personnel, Appendix A, prescribed by the Department of Defense, for travel in Alaska, Hawaii, The Commonwealth of Puerto Rico, and territories and possessions of the United States, ." CAUSE Lack of knowledge of the Joint Travel Regulations. EFFECT Failure to comply with JTR may lead to excess expenditures for travel which may be material to the financial statements. 
(02-I 8) Employee Dishonesty Insurance CONDITION Employee Dishonesty Insurance of $25,000, per occurrence, does not equal or exceed the prescribed minimum coverage required by HUD. CRITERIA HUD Guidebook 7401.5, Public and Indian Housing Property/Casualty Insurance Requirements, canceled as a requirement, but retained as guidance to interpreting the regulations, Chapter 8-13, Required Minimum Limit, states, in part: "The recommended minimum limit is based on the cash flow of the pHA/IHA. The Department has developed a work sheet to measure the cash flow from which the required minimum limit is determined." CAUSE The condition results from a failure to comply with the requirements of HUD Guidebook 7401.5, Public and Indian Housing Property/Casualty Insurance Requirements, canceled as a requirement, but retained as guidance to interpreting the regulations. EFFECT Failure to purchase adequate Employee Dishonesty Insurance places the Authority in violation of HUD Guidebook 7401.5, Chapter 8-13, Required Minimum Limit. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
Part III. Findin,,s and auestioned costs for Federal awards defined in OMB Circular A-133, ~510(a (02-01) Segregation of Duties PROGRAMS: Low Income Housing Subsidy - CFDA No. 14.850 Public and Indian Housing Drug Elimination Program- CFDA No. 14.854 Section 8 Housing Choice Vouchers - CFDA No, 14.871 Public Housing Comprehensive Grant Program- CFDA No. 14.859 Public Housing Capital Fund Program - CFDA No. 14.872 

CONDITION Accounting and financial functions are not adequately segregated. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel- designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-II0, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes...Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. 
CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. EFFECT Failure to adequately segregate accounting and financial functions increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-02) Fixed Asset listing and (02-03) Dwelling equipment inventory PROGRAMS Low Income Housing Subsidy - CFDA No. 14.850 Section 8 Housing Choice Vouchers - CFDA No. 14.871 COMPLIANCE REQUIREMENT Equipment and Real Property Management CONDITION An inventory of fixed assets is not adequately maintained and periodically reconciled to the general ledger balances. 
CRITERIA Office of Management and Budget Circular A-II0, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~34(f), Equipment states: (1) Equipment shall be maintained accurately and shall include all of the following information. (detail omitted) (2) Equipment owned by the Federal Government shall be identified to indicate Federal ownership. (3) A physical inventory of equipment shall be taken and the results reconciled with equipment records at least once every two years. Any differences between quantities determined by physical inspection and those shown in the accounting records shall be investigated to determine the causes of the difference. The recipient shall, in connection with the inventory, verify the existence, current utilization, and continued need for the equipment. (4) A control system shall be in effect to insure adequate safeguards to prcveut loss, damage, or theft. (5) Adequate maintenance procedures shall be implemented to keep the equipment in good condition. CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate intemal control and compliance with federal regulations. EFFECT Failure to adequately maintain an accurate asset listing increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-07) Procurement PROGRAMS Low Income Housing Subsidy - CFDA No. 14.850 Public Housing Capital Fund Program -CFDA No. 14.872 COMPLIANCE REQUIREMENT Procurement QUESTIONED COSTS Low Income Housing Subsidy Public Housing Capital Fund Program $11,390 $13,660 
CONDITION Purchases were made with no evidence of quotes and/or bids being obtained and no evidence in the board minutes of the solicitations and acceptance of the purchases being presented to the beard for approval. CRITERIA 24 CFR Section 85.36 (b)(l) Procurement states: "Grantees and subgrantees will use their own procurement procedures which reflect applicable State and local laws and regulations, provided that the procurements conform to applicable Federal law and the standards identified in this section." Additionally, the Morgan City Housing Authority Procurement Policy Section III, Resolution #599 states: "For small purchases in excess of $1,000 but not exceeding $25,000, no less than three (3) offerors shall be solicited to submit price quotations, which may be obtained orally, by telephone, or in writing as allowed by State or local laws." CAUSE Lack of knowledge of federal procurement policies or failure to comply with those policies. EFFECT Failure to comply with procurement policies may lead to an excess of expenditures which may be material to the financial statements. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-08) Tenant Security Deposits PROGRAM Low Income Housing Subsidy - CFDA No. 14.850 CONDITION A separate bank account is not being maintained for tenant security deposits CRITERIA HUD Handbook 4370.2 REV-lFinancial Operations and Accounting, Chapter 2 -9 Security Deposits states, in part: "In instances where the Regulatory Agreement allows the receipt of security deposits from project tenants, a separate bank account should be established to maintain these funds....There shall be one Security Deposit Account per project. Funds in the single Security Deposit Account must not be commingled with any other funds,...In cases where the funds in the project's Security Deposit bank account exceed the amount that may be insured by the federal government ($100,000/bank), the project may open another bank account for the excess amounts. CAUSE The condition exists due to a lack of knowledge of the HUD Handbooks or the failure to comply with those provisions. EFFECT The Housing Authority is not in compliance with HUD regulations. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN cITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-09)LowRenttenantfiles PROGRAM Low Income Housing Subsidy - CFDA No. 14.850 CONDITION Six tenant files out of the ten Low Rent tenant files sampled did not have proper documentation. Four of the files did not have the required three forms of identification (social security card, picture I.D., and birth certificate). One file was found to be in violation of the occupancy standards. Lastly, one file lacked proof of income verification for the 2002 fiscal year. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "'Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-II0, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes.,.Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. CAUSE The cause of the conditions is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. 
EFFECT Failure to adequately maintain tenant files increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-10) Section 8 tenant files PROGRAM Section 8 Housing Choice Vouchers - CFDA No. 14.871 CONDITION The Authority is not maintaining proper documentation for Section 8 tenant files. Fourteen tenant files out of the fourteen sampled did not have proper documentation. Seven of the files did not have the required three forms of identification (social security card, picture I.D., and birth certificate). For two files the Authority used the incorrect room size in calculating tenant rent assistance. One file lacked any type of income verification, while three files stowed no documentation for additional adults living in a unit. On form 50058 (rent calcu|ation) for one tenant, an additional household member was listed for the calculation of rent, however the additional member's name appears on no other forms as a member of the household. One file was not leased in accordance with Occupancy Standards. All fourteen tenant files had one or more forms missing or incomplete (Forms required by either H.U.D. regulations or the Authority). CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-110, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Educatim, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes...Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. CAUSE The cause of the conditions is the result of a failure to design and implement poicies and procedures necessary to achieve adequate internal control and compliance with generally accepted accounting principles. 
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HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
EFFECT Failure to adequately maintain tenant files increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 

(02-11) Supporting Documentation PROGRAMS Low Income Housing Subsidy- CFDA No. 14.850 Section 8 Housing Choice Vouchers - CFDA No. 14.871 COMPLIANCE REQUIREMENT Allowable Costs/Cost Principles QUESTIONED COSTS Low Income Housing Subsidy Public Housing Capital Fund Program $ 3,351 $19,331 CONDITION Certain expenditures did not evidence proper approval and/or supporting documentation. Fifteen expenditures out of fie 130 sampled did not have an authorizing signature properly approving the expense. Two invoices were found to have no purchase order attached. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-I10, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes...Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
CAUSE The cause of the condition is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control and compliance with generally accepted accounting principles. EFFECT Failure to obtain proper approval and/supporting documentation for expenditures the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 

(02-12) Cell phone policy PROGRAM Low Income Housing Subsidy Program -CFDA No. 14.850 CONDITION The Authority's policy on cell phone usage does not adequately describe procedures for administering and enforcing the terms of the po/icy. CRITERIA SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines inlemal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-110, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes...Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. CAUSE The cause of the condition is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control and compliance with generally accepted accounting principles. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW- 1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
EFFECT Failure to adequately describe procedures for administering and enforcing the terms of policies increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 

(02-13) Reimbursed expenses PROGRAM Low Income Housing Subsidy Program - CFDA No. 14.850 COMPLIANCE REQUIREMENT Allowable Costs/Cost Principles QUESTIONED COSTS $100 CONDITION Purchases of certain items for employee use and consumption appear to be unnecessary. CRITERIA Louisiana Constitution, Article 7, Section 14 states that funds, credit, property, or things of value of the political subdivision shall not be loaned, pledged, or donated to or for any person. Additionally, SAS55, Consideration of Internal Control in a Financial Statement Audit, as amended by SAS78, Consideration of Internal Control in a Financial Statement Audit: An Amendment to Statement on Auditing Standards No. 55, AU ~319.06 defines internal control as follows: "Internal control is a process - effected by an entity's board of directors, management, and other personnel - designed to provide reasonable assurance regarding the achievement of objectives in the following categories: (a) reliability of financial reporting, (b) effectiveness and efficiency of operations, and (c) compliance with applicable laws and regulations. Additionally, Office of Management and Budget Circular A-110, Uniform Administrative Requirements for Grants and Agreements with Institutions of Higher Education, Hospitals, and Other Non-Profit Organizations, ~21, Standards for Financial Management Systems, states, in part: "Recipients' financial management systems shall provide...Effective controls over and accountability for all funds, property and other assets. Recipients shall adequately safeguard all such assets and assure they are used solely for authorized purposes...Written procedures for determining the reasonableness, allocability and allowability of costs in accordance with the provisions of the applicable Federal cost principles and the terms and conditions of the award... Accounting records including cost accounting records that are supported by source documentation. CAUSE The cause of the condition is the result of a failure to design and implement policies and procedures necessary to achieve adequate internal control. 
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EFFECT Failure to adequately review expenditure documentation increases the risk that errors and/or irregularities including fraud and/or defalcations may occur and not be prevented and/or detected. 

(02-14) Low Rent tenant files PROGRAM Low Income Housing Subsidy Program - CFDA No. 14.850 CONDITION Lack of documentation in Low Rent tenant files puts the Authority in violation of their policy manual and Federal regulations. CRITERIA Paragraph 1A.1, Section A, entitled Authority of the Admission and Continued Occupancy Policies handbook of the Morgan City Housing Authority states: "This Admissions and Continued Occupancy Policy (the Plan) incorporates these requirements and is binding upon applicants, residents, and PHA alike, the latter two through inclusion ofthe Plan into the Dwelling Lease by reference." Furthermore, the Admission and Continued Occupancy Policies handbook later states in paragraph 3A. 1, Section A, Sources of Standards that" "The pertinent laws of the Federal, State and Municipal Govemmenls. The Contractual agreements pertaining to the various developments and/or programs between the PHA, State and/or Federal agencies. The provision of Title 24, Sub-part B (Section 960.201 thru 960.207), Sub-part D (Section 960.401 thru 960.409) and Sub-part A (Section 966.1 thru 966.6) as set fourth in the Code of Federal Regulations, Volume 40, Numbers 153, 154 and 188." 
CAUSE Lack of knowledge of the Admission and Continued Occupancy policies and the Federal regulations that authorize such policies. EFFECT Failure to maintain adequate records places the Authority in violation of their Admission and Continued Occupancy Policies handbook and the applicable Codes of Federal Regulations. 
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(02-15) Section 8 tenant files PROGRAM Section 8 Housing Choice Vouchers -CFDANo. 14.871 CONDITION Lack of documentation in Section 8 tenant files puts the Authority in violation of their policy manual and Federal regulations. CRITERIA Paragraph 1A.I, Section A, entitled Authority of the Admission and Continued Occupancy Policies handbook of the Morgan City Housing Authority states: "This Admissions and Continued Occupancy Policy (the Plan) incorporates these requirements and is binding upon applicants, residents, and PHA alike, the latter two through inclusion of the Plan into the Dwelling Lease by reference." Furthermore, the Admission and Continued Occupancy Policies handbook later states in paragraph 3 A. 1, Section A, Sources of Standards that: "The pertinent laws of the Federal, State and Municipal Governments. The Contractual agreements pertaining to the various developments and/or programs between the PHA, State and/or Federal agencies. The provision of Title 24, Sub-part B (Section 960.201 thru 960.207), Sub-part D (Section 960.401 thru 960.409) and Sub-part A (Section 966.1 thru 966.6) as set fourth in the Code of Federal Regulations, Volume 40, Numbers 153, 154 and 188." CAUSE Lack of knowledge of the Admission and Continued Occupancy policies and the Federal regulations that authorize such policies EFFECT Failure to maintain adequate records places the Authority in violation of their Admission and Continued OccupanCy Policies handbook and the applicable Codes of Federal Regulations. 



HOUSING AUTHORITY OF THE CITY OF MORGAN CITY Program Number FW-1403 Schedule of Findings and Questioned Costs Year Ended September 30, 2002 
(02-17) Travel expenses PROGRAM Low Income Housing Subsidy Program - CFDA No. 14.850 COMPLIANCE REQUIREMENT Allowable Costs/Cost Principles QUESTIONED COSTS $216 CONDITION Employees were paid per diem amounts in excess of that provided by Joint Trave Regulations (JTR). CRITERIA FAR 31.205-46 Par (aX2)(ii) states "Costs incurred for lodging, meals, and incidental expenses shall be considered to be reasonable and allowable only to the extent that they do not exceed on a daily basis the maximum per diem rates in effect at the time of travel as set forth in the (ii) Joint Travel Regulation, Volume 2 DoD Civilian Personnel, Appendix A, prescribed by the Department of Defense, for travel in Alaska, Hawaii, The Commonwealth of Puerto Rico, and territories and possessions of the United States, ." CAUSE Lack of knowledge of the Joint Travel Regulations. EFFECT Failure to comply with JTR lead to excess expenditures for travel which may be material to the financial statements. 
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(02-18) Employee Dishonesty Insurance PROGRAMS Public and Indian Housing Drug Elimination Program - CFDA No. 14.854 CONDITION Employee Dishonesty Insurance of $25,000, per occurrence, does not equal or exceed the prescribed minimum coverage required by HUD. 
CRITERIA HUD Guidebook 7401.5, Public and Indian Housing Property/Casualty Insurance Requirements, canceled as a requirement, but retained as guidance to interpreting the regulations, Chapter 8-13, Required Minimum Limit, states, in part: "The recommended minimum limit is based on the cash flow of the PHA/IHA. The Department has developed a work sheet to measure the cash flow from which the required minimum limit is determined." CAUSE The condition results from a failure to comply with the requirements of HUD Guidebook 7401.5, Public and Indian Housing Property/Casualty Insurance Requirements, canceled as a requirement, but retained as guidance to interpreting the regulations. EFFECT Failure to purchase adequate Employee Dishonesty Insurance places the Authority in violation of HUD Guidebook 7401.5, Chapter 8-13, Required Minimum Limit. 
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